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This fact sheet is based on existing requirements as at 31 December 2015 and it does not take into account recent 
standards and interpretations that have been issued but are not yet effective.

IMPORTANT NOTE
This fact sheet is based on the requirements of the International Financial Reporting Standards (IFRSs). In some 
jurisdictions, the IFRSs are adopted in their entirety; in other jurisdictions the individual IFRSs are amended. In 
some jurisdictions the requirements of a particular IFRS may not have been adopted. Consequently, users of the 
fact sheet in various jurisdictions should ascertain for themselves the relevance of the fact sheet to their particular 
jurisdiction. The application date included below is the effective date of the initial version of the standard.
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IASB APPLICATION DATE  
(NON-JURISDICTION SPECIFIC)
IAS 28 is applicable for annual reporting periods 
commencing on or after 1 January 2013.

SCOPE
IAS 28 applies in accounting for investments in 
associates and sets out the requirements for the 
application of the equity method when accounting 
for investments in associates and joint ventures.

ACCOUNTING TREATMENT

Significant influence
An associate is an entity over which an investor has 
significant influence. There is a rebuttable presumption 
that an entity holding, either directly or indirectly, 20 per 
cent or more of the investee’s voting power has significant 
influence over the investee. If the entity holds less than 20 
per cent of the voting power of the investee, it is presumed 
that the entity does not have significant influence, unless it 
is clearly demonstrated otherwise. 

Equity method
An entity with joint control of, or significant influence over, 
an investee shall account for its investment in an associate 
or a joint venture using the equity method except when 
that investment qualifies for exemption in IAS 28.

The exemptions include:

•  if the entity is a parent that is exempt from preparing 
consolidated financial statements by the scope 
exception in paragraphs 4(a) of IFRS 10 Consolidated 
Financial Statements; or

•  all of the following apply:

a.  the entity is a wholly-owned subsidiary, or is a 
partially-owned subsidiary of another entity and its 
other owners, including those not otherwise entitled 
to vote, have been informed about, and do not object 
to, the entity not applying the equity method;

b.  the entity’s debt or equity instruments are not 
traded in a public market (a domestic or foreign 
stock exchange or an over-the-counter market, 
including local and regional markets);

c.  entity did not file, nor is it in the process of filing, 
its financial statements with a securities commission 
or other regulatory organisation, for the purpose of 
issuing any class of instruments in a public market; 
and

d.  the ultimate or any intermediate parent of the entity 
produces consolidated financial statements available 
for public use that comply with IFRSs. 

 Where the investments or a portion of an investment in 
an associate or joint venture is classified as held for sale, 
the entity shall apply IFRS 5 Non-current assets held for 
sale and discontinued operations. Any retained portion of 
an investment in an associate or a joint venture that has 
not been classified as held for sale shall be accounted for 
using the equity method until disposal of the portion that 

is classified as held for sale takes place. After the disposal 
takes place, an entity shall account for any retained interest 
in the associate or joint venture in accordance with IFRS 9 
Financial Instruments unless the retained interest continues 
to be an associate or a joint venture, in which case the 
entity uses the equity method. 

When an investment in an associate or a joint venture 
is held by, or is held indirectly through, an entity that is 
a venture capital organisation, or a mutual fund, unit trust 
and similar entities including investment-linked insurance 
funds, the entity may elect to measure investments in those 
associates and joint ventures at fair value through profit 
or loss in accordance with IFRS 9.

Application 
Under the equity method, the investment in an associate 
or joint venture is initially recorded at cost. 

Subsequently, the carrying amount of the investment 
is increased or decreased to recognise the investor’s 
share of the profit or loss of the investee after the date 
of acquisition. The investor’s share of the profit or loss 
of the investee is recognised in the investor’s profit or loss. 

The following transactions will have an impact on the 
carrying amount of the investment:

•  distributions received from an investee reduce the 
carrying amount of the investment; and

•  adjustments to the carrying amount may also be 
necessary for changes in the investor’s proportionate 
interest in the investee arising from changes in the 
investee’s other comprehensive income. The investor’s 
share of those changes is recognised in the investor’s 
other comprehensive income.

After the entity’s interest is reduced to zero, additional 
losses are provided for, and a liability is recognised, 
only to the extent that the entity has incurred legal or 
constructive obligations or made payments on behalf 
of the associate or joint venture. If the associate or joint 
venture subsequently reports profits, the entity resumes 
recognising its share of those profits only after its share 
of the profits equals the share of losses not recognised.

IAS 28 states that the entity’s financial statements shall 
be prepared using uniform accounting policies for like 
transactions and events in similar circumstances. Therefore, 
if an associate or joint venture uses accounting policies that 
differ from those of the entity, adjustments are required for 
consistency.

Dissimilar reporting periods
The most recent available financial statements of the 
associate or joint venture are used in applying the equity 
method. If the reporting periods of the associate or joint 
venture and the entity differ, the associate or joint venture 
prepares, for the use of the entity, financial statements as 
of the same date as the financial statements of the entity 
unless it is impracticable to do so. Adjustments shall be 
made for the effects of significant transactions or events 
that occur between that date and the date of the entity’s 
financial statements. 
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In any case, the difference between the end of the 
reporting period of the associate or joint venture and 
that of the entity shall be no more than three months. 
The length of the reporting periods and any difference 
between the ends of the reporting periods shall be the 
same from period to period.

Discontinuation of the equity method
An entity shall discontinue the use of the equity method 
from the date when its investment ceases to be an 
associate or a joint venture as follows: 

•  If the investment becomes a subsidiary, the entity 
shall account for its investment in accordance with 
IFRS 3 Business Combinations and IFRS 10. 

•  If the retained interest in the former associate or 
joint venture is a financial asset, the entity shall measure 
the retained interest at fair value. The fair value of the 
retained interest shall be regarded as its fair value on 
initial recognition as a financial asset in accordance 
with IFRS 9. The entity shall recognise in profit or 
loss any difference between: 

a.  the fair value of any retained interest and any 
proceeds from disposing of a part interest in 
the associate or joint venture; and 

b.  the carrying amount of the investment at the 
date the equity method was discontinued. 

•  When an entity discontinues the use of the equity 
method, the entity shall account for all amounts 
previously recognised in other comprehensive 
income in relation to that investment on the same basis 
as would have been required if the investee had directly 
disposed of the related assets or liabilities. 

If an investment in an associate becomes an investment in 
a joint venture or an investment in a joint venture becomes 
an investment in an associate, the entity continues to 
apply the equity method and does not remeasure the 
retained interest. 

Impairment losses 
After application of the equity method, including 
recognising the associate’s or joint venture’s losses, the 
entity applies IAS 39 Financial Instruments: Recognition 
and Measurement to determine whether it is necessary 
to recognise any additional impairment loss with respect 
to its net investment in the associate or joint venture. 

The entity also applies IAS 39 to determine whether any 
additional impairment loss is recognised with respect to 
its interest in the associate or joint venture that does not 
constitute part of the net investment and the amount of 
that impairment loss. 

Separate financial statements
An investment in an associate or a joint venture shall be 
accounted for in the entity’s separate financial statements 
in accordance with paragraph 10 of IAS 27 Separate 
Financial Statements.
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DISCLOSURES
There are no disclosures specified in IAS 28. IFRS 12 Disclosure of Interests in Other Entities outlines the disclosures 
required for entities with joint control of, or significant influence over an investee.

DEFINITIONS

Associate An entity over which the investor has significant influence. 

Equity method Method of accounting whereby the investment is initially 
recognised at cost and adjusted thereafter for the post-
acquisition change in the investor’s share of the investee’s 
net assets. The investor’s profit or loss includes its share 
of the investee’s profit or loss and the investor’s other 
comprehensive income includes its share of the investee’s 
other comprehensive income.

Joint arrangement An arrangement of which two or more parties have joint control.

Joint control The contractually agreed sharing of control of an arrangement, 
which exists only when decisions about the relevant activities 
require the unanimous consent of the parties sharing control.

Joint venture A joint arrangement whereby the parties that have joint 
control of the arrangement have rights to the net assets  
of the arrangement.

Significant influence The power to participate in the financial and operating policy 
decisions of the investee but is not control or joint control 
over those policies.

The following terms are defined in paragraph 4 of IAS 27 and in Appendix A of IFRS 10 and are used in this Standard 
with the meanings specified in the Standards in which they are defined: 

• control of an investee 

• group

• parent 

• separate financial statements 

• subsidiary
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AUSTRALIAN SPECIFIC REQUIREMENTS

The Australian equivalent standard is AASB 128 
Investments in Associates and Joint Ventures 
and is applicable for annual reporting periods 
commencing on or after 1 July 2013.
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OTHER MATTERS
LEGAL NOTICE

© CPA Australia Ltd (ABN 64 008 392 452), 2011. All rights 
reserved. Save and except for direct quotes from the Australian 
Accounting Standards Board (AASB) and accompanying 
documents issued by the Australian Accounting Standards Board 
(AASB) (“AASB Copyright”), all content in these materials is owned 
by or licensed to CPA Australia. The use of AASB Copyright 
in these materials is in accordance with the AASB’s Terms and 
Conditions. All trademarks and trade names are proprietary to CPA 
Australia and must not be downloaded, reproduced or otherwise 
used without the express consent of CPA Australia. You may access 
and display these pages on your computer, monitor or other video 
display device and make one printed copy of any whole page or 
pages for personal and professional non-commercial purposes 
only. You must not: (i) reproduce the whole or part of these 
materials to provide to anyone else; or (ii) use these materials to 
create a commercial product or to distribute them for commercial 
gain.

AASB Standards may contain IFRS Foundation copyright material 
(“IFRS Copyright”). Enquiries concerning reproduction of IFRS 
Copyright material within Australia should be addressed to The 
Director of Finance and Administration, AASB, PO Box 204, Collins 
Street West, Victoria 8007. All existing rights in this material are 
reserved outside Australia. Requests to reproduce IFRS Copyright 
outside Australia should be addressed to the IFRS Foundation at 
www.ifrs.org.

© CPA Australia Ltd (ABN 64 008 392 452), 2010. All rights 
reserved. Save and except for direct quotes from the International 
Financial Reporting Standards (IFRS) and accompanying 
documents issued by the International Accounting Standards 
Board (IASB) (‘IFRS Copyright’), all content in these materials is 
owned by or licensed to CPA Australia. The use of IFRS Copyright 
in these materials is in accordance with the IASB’s Terms and 
Conditions. All trademarks and trade names are proprietary to CPA 
Australia and must not be downloaded, reproduced or otherwise 
used without the express consent of CPA Australia. You may access 
and display these pages on your computer, monitor or other video 
display device and make one printed copy of any whole page or 
pages for personal and professional non-commercial purposes 
only. You must not: (i) reproduce the whole or part of these 
materials to provide to anyone else; or (ii) use these materials to 
create a commercial product or to distribute them for commercial 
gain. Requests to reproduce IFRS Copyright should be addressed 
to the IFRS Foundation at www.ifrs.org.

DISCLAIMER

CPA Australia Ltd has used reasonable care and skill in compiling 
the content of these materials. However, CPA Australia Ltd 
makes no warranty that the materials are complete, accurate and 
up to date. These materials do not constitute the provision of 
professional advice whether legal or otherwise. Users should seek 
their own independent advice prior to relying on or entering into 
any commitment based on the materials. The materials are purely 
published for reference purposes alone and individuals should read 
the latest and complete standards. 

LIMITATION OF LIABILITY

CPA Australia, its employees, agents and consultants exclude 
completely all liability to any person for loss or damage of any 
kind including but not limited to legal costs, indirect, special or 
consequential loss or damage (however caused, including by 
negligence) arising from or relating in any way to the materials 
and/or any use of the materials. Where any law prohibits the 
exclusion of such liability, then to the maximum extent permitted 
by law, CPA Australia’s liability for breach of the warranty will, at 
CPA Australia’s option, be limited to the supply of the materials 
again, or the payment of the cost of having them supplied again.

http://www.www.ifrs.org
http://www.www.ifrs.org

